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It’s an age-old theory that if you create 
a loyalty programme on high breakage, 
the numbers in the business case 
will add up nicely. This era of loyalty 

programme thinking is strictly over. There is a 
direct correlation between loyalty programme 
performance and redemption (that is, the 
reverse of points breakage). Brands that operate 
with high redemption are facing a potentially 
high attrition rate among their database.  

In a recent study by US-based consultancy 
firm Bond Brand Loyalty, it is stated that 
programme members who do not redeem are 

2.3 times more likely to defect than those who 
redeem in the past 12 months. In the work that 
Truth delivers for its clients, we see that this 
statistic plays out. The lower the redemption 
rate of programme rewards, the less likely the 
brand is to retain its customers.

Brands have begun to realise that true value 
for the customer lies in high redemption rates, 
which, in turn, also reduce the weight of loyalty 
points liability on the balance sheet. As soon as 
you drive redemption levels upwards, attrition 
rates decline and retention levels stabilise and 
increase. This proves the theory, time and time 
again, that a retained customer is of greater 
value than throwing marketing money purely 
after customer acquisition.

Apart from lightening the balance sheet 
liability, higher redemption drives a greater 
brand experience, increased customer loyalty 
(creating a longer-term asset) and greater 
customer data insight (triggered through 
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increased transactional volumes) and, therefore, 
the greatest opportunity to achieve broader 
customer-centricity for your brand.

Some brands guard their redemption rates 
close to their beating loyalty heart, but others 
share these more openly. It is not a new statistic 
from the loyalty industry in South Africa, when 
I quote Johan Moolman, CEO of eBucks (voted 
year on year as the top retail banking loyalty 
programme in the Truth BrandMapp annual 
loyalty whitepaper — eBucks sees a 89 per cent 
redemption rate of its loyalty currency, which 
towers over the global average of 60 per cent. 
This skew towards higher redemption is a strong 
indicator of “programme health”. There are 
months when Moolman states that the quantum 
of eBucks redeemed that month equals or 
exceeds the volume of eBucks earned by  
its members. 

Recently, we also read in an issued 
statement from Standard Bank’s 
executive head of loyalty and 
rewards, Fayelizabeth Foster, 
that Standard Bank also 
focuses on encouraging its 
members to redeem their 
UCount points regularly 
and in return see a high 
monthly redemption rate of 
up to 91 per cent.

The programme members are enjoying the 
benefits of their hard-earned loyalty currency 
and redeeming them at a higher level than less 
engaged consumers in other programmes. 

However, it’s not always about points (whether 
they be eBucks or Smart Shopper points).  
Sometimes we just want to feel good and 
enjoy instant benefits. The Discovery Vitality 
programme has been quoted in their whitepaper 
as seeing increased participation and change 
of behaviour through small and frequent 
incentives, for example, weekly coffee vouchers. 

On the contrary, programmes failing to reach 
the industry average of 60 per cent redemption 
or higher may find they have the following 
factors in common, leading to below-par 
redemption rates. These include:
•  complicated earn and redemption rules
•  unappealing or irrelevant rewards
•  low to no engagement once a member has 
   signed up to a programme

•  irrelevant, impersonal communication
•  poor customer experience across channels.

DRIVING HIGH LEVELS OF 
ENGAGEMENT AND REDEMPTION
However, what are the opportunities for brands 
to circumvent low engagement and a decline in 
redemption rates?

What if you could drive continuous and 
frequent engagement (such as Discovery 
Vitality Active Rewards) for small, daily 
activities with your clients through a platform 
that can either reward on a small basis (like 
a coffee voucher or R5 airtime) or with daily 
opportunities to win big or save up rewards 
for large rewards (for example, a five-star 
luxury stay at a game lodge)? It is not clear or 
obvious which customers want small, frequent 
rewards or which wish to save up for the 

bigger, more valuable reward. The same 
customer may want both! Companies 

need to think of innovative and 
creative ways to allow customers 
to redeem in order to stay 
engaged and motivated to keep 
earning more rewards. Such 
ideas range from “normal” 
redemption of points against 

products or services, redeeming 
to charitable causes, using points 

to bid on “money can’t buy” type 
experiences or redeeming against 

lifestyle offers.
Truth has created Loyalty Boutique (www.

loyaltyboutique.co.za) to allow quick and easy 
incentives and rewards for loyalty programme 
members against a curated set of lifestyle 
benefits both small and large, whether you 
are incentivising or rewarding B2C, B2B 
or employee/intermediaries. We believe 
deeply in the Loyalty Boutique offering as it 
changes client behaviours either by daily/
weekly incentives (for example, through our 
gamification capability: scratch cards) or by 
long-term structured incentive plans that 
accumulate more valuable rewards. 

Increased  
redemption  

drives  
Increased  
engagement

... A retained customer is of greater 
value than throwing marketing money purely 

after customer acquisition. 
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